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PREFACE 


The  term  Revolving  Door  represents  an  issue  affecting  the 
Department  of  Defense  and  all  its  military  and  civilian 
officers.  Congress  and  the  public  have  adopted  that  term  to 
describe  their  concern  that  Defense  personnel  who  anticipate 
future  employment  with  a  defense  contractor  might  use  their 
positions  to  gain  favor  with  the  contractor,  or  that  former 
Defense  personnel  might  use  their  contacts  with  former  colleagues 
to  the  benefit  of  the  contractor  and  to  the  detriment  of  the 
government.  Through  legislation,  Congress  is  considering 
increased  restriction  of  post-DOD  employment  activity  of  a 
population  it  considers  at  risk  for  conflict  of  interest.  This 
study  identifies  who  this  population  is,  what  standards  they  must 
comply  with  to  avoid  conflict  of  interest,  and  what  observed 
violations,  if  any,  have  occurred. 
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administrative  contracting  officer  for  AAC  headquarters,  he  was 
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EXECUTIVE  SUMMARY 

Part  of  our  College  mission  is  distribution  of  the 
students’  problem  solving  products  to  DoD 
sponsors  and  other  interested  agencies  to 
enhance  insight  into  contemporary,  defense 
related  issues.  While  the  College  has  accepted  this 
product  as  meeting  academic  requirements  for 
graduation,  the  views  and  opinions  expressed  or 
implied  are  solely  those  of  the  author  and  should 
not  be  construed  as  carrying  official  sanction. 


_ “insights  into  tomorrow ' 


REPORT  NUMBER  87-0570 

AUTHOR(S)  MAJOR  MICHAEL  A.  CRAVENS,  USAF 

TITLE  THE  REVOLVING  DOOR:  are  our  ethics  showing? 

I.  Purpose:  To  establish  if  a  conflict  of  interest  exists  for 
Department  of  Defense  officers  who  leave  DOD  and  take  jobs  with 
the  defense  industry. 

II.  Problem:  A  perpetual  issue  impacting  the  credibility  of  DOD 
and  its  officers  is  the  issue  of  the  Revolving  Door.  That  term 
describes  the  concern  that  DOD  personnel  who  anticipate  future 
employment  with  a  defense  contractor  might  use  their  positions  to 
gain  favor  with  the  contractor,  or  that  former  DOD  personnel 
might  use  their  contacts  with  former  colleagues  to  the  benefit  of 
the  contractor  and  to  the  detriment  of  the  government. 
Identification  by  the  media  and  Congress  of  instances  where  DOD 
officers  have  obtained  personal  gain  as  a  result  of  their 
previous  government  positions  has  led  to  charges  of  conflict  of 
interest  and  ethical  misconduct.  Before  Congress  imposes 
additional  legislative  controls,  DOD  should  identify  and  correct 
the  causes  for  such  concern  itself. 

III.  Data :  The  study  focused  on  the  one  way  movement  of 
civilian  and  military  officers  from  DOD  to  industry  and 
emphasized  post-DOD  employment  activity.  A  building  block 
approach  was  used  to  establish  whether  or  not  a  conflict  of 
interest  exists  i.e.,  who  the  population  is  that's  susceptible  to 
the  Revolving  Door's  potential  for  conflict  of  interest,  what 
standards  of  conduct  they  must  comply  with  to  avoid  conflict  of 
interest,  and  what  variances,  if  any,  exist  to  those  standards. 


CONTINUED 


The  base  line  population  was  identified  from  various  public 
laws  and  defense  directives  which  defined  grade  and  compensation 
criteria.  Additional  specific  criteria  concerning  DOD  job  exper¬ 
ience  was  extracted  from  General  Accounting  Office  studies. 
Applicable  standards  of  conduct  relating  to  post-DOD  employment 
activity  were  extracted  from  public  law  and  promulgated  executive 
order,  defense  directives,  and  service  regulations.  Results  of 
recent  General  Accounting  Office  investigations  were  used  to 
determine  the  variance  from  established  standards. 

IV.  Conclusions ;  Within  the  limits  of  the  study's  focus,  no 
wholesale  conflict  of  interest  can  be  established  solely  because 
former  DOD  officers  accept  employment  with  defense  industry. 
Actual  conflicts  of  interest  can  only  be  established  when 
specific,  clear  violations  of  public  law  and  defense  directives 
occur  on  an  individual  basis.  However,  there  are  situations 
where  improprieties  short  of  a  violation  convey  the  appearance  of 
an  actual  violation.  These  probably  damage  the  credibility  of 
DOD  and  its  officers  as  much  as  actual  violations.  Contributing 
to  these  improprieties  is  less  than  effective  DOD  enforcement  of 
post-DOD  employment  reporting  requirements.  Of  and  by  them¬ 
selves,  additional  legislative  controls  and  stricter  enforcement 
of  existing  standards  should  not  be  expected  to  preclude  con¬ 
flicts  of  interest.  Ultimate  responsibility  lies  with  the 
individual  officer,  educated  about  the  intent  and  content  of 
conflict  of  interest  avoidance  laws  and  regulations. 

V.  Recommendations ;  The  author  recommends  DOD  initiate  several 
actions  as  evidence  of  our  interest  in  self-regulation  of  the 
Revolving  Door.  Primary  emphasis  should  be  placed  on  education 
of  conflict  of  interest  regulations  and  the  individual 's 
responsibility  for  compliance.  Emphasize  vigorous  enforcement 
and  penalty  when  clear  violations  occur.  Written  evaluation 
guidance  for  reviewing  reports  of  post-DOD  employment  activity 
should  be  developed  and  used  at  the  DOD  level.  Additionally,  a 
large  percentage  of  the  DOD  population  at  risk  of  Revolving  Door 
conflict  of  interest  is  exempt  from  reporting  their  defense 
industry  employment  because  of  grade  limitations.  DOD  can 
provide  evidence  of  its  genuine  interest  in  avoiding  conflict  of 
interest  situations  for  all  its  personnel  by  advocating 


i 
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CONTINUED 


elimination  of  these  grade  restrictions.  None  of  these  suggested 
actions  involve  large-scale  change.  Until  the  Department  of 
Defense  moves  to  correct  existing  weaknesses,  our  credibility 
will  remain  stuck  in  the  Revolving  Door. 


IX 


Chapter  One 


INTRODUCTION 


BACKGROUND  OF  THE  PROBLEM 

Some  pass  through  smoothly,  others  get  snagged,  but  the 
Revolving  Door  twirls  on.  At  least  1,000  workers  cross 
over  each  year  between  the  weapons  industry  and  the 
Pentagon — apparently  the  only  Federal  agency  that 
attempts  to  keep  even  sketchy  records  of  those  who  cross 
from  one  side  to  the  other.  The  process  causes 
indignation  among  politicians  and  occasional  scandal 
(4:6). 

The  Department  of  Defense,  and  especially  the  Air  Force 
because  of  large  expenditures  for  sophisticated  products  of  the 
aerospace  industry,  finds  itself  continually  under  the  critical 
eye  of  the  American  public  and  Congress.  A  perpetual  issue 
impacting  DOD  credibility  and  defying  resolution  is  the 
"Revolving  Door."  That  term  describes  the  concern  that  Defense 
personnel  who  anticipate  future  employment  with  a  defense 
contractor  might  use  their  positions  to  gain  favor  with  the 
contractor,  or  that  former  Defense  personnel  might  use  their 
contacts  with  former  colleagues  to  the  benefit  of  the  contractor 
and  to  the  detriment  of  the  government  (10:2).  Identification  by 
the  media  and  Congress  of  instances  where  DOD  officers,  both 
civilian  and  military,  have  obtained  personal  gain  as  a  result  of 
their  previous  government  positions  has  led  to  charges  of 
conflict  of  interest  and  ethical  misconduct.  Critics  point  to 
cases  like  those  of  Lt.  General  Kelly  Burke  and  Mary  Ann  Gilleece 
as  examples  of  Revolving  Door  conduct  the  Defense  Department  has 
failed  to  sel f-regulate .  In  the  early  1980s,  Burke  managed  Air 
Force  research,  development,  and  procurement  efforts.  Involved 
in  source  selection,  he  helped  decide  whether  to  buy  the  F-15  and 
F-16  fighters  and  B-1B  bomber — and  in  what  quantities.  In  1982, 
he  left  the  Air  Force  and  formed  a  consulting  firm  with  two  other 
retired  general  officers.  Their  clients  included  six  of  the  10 
biggest  defense  contractors  (2:11— F) .  Ms.  Gilleece  was  a 
Pentagon  senior  executive  responsible  for  supervising  DOD 
procurement  policy.  In  1985,  she  wrote  to  Westinghouse  and 
several  dozen  other  contractors,  while  still  in  her  DOD  executive 
position,  offering  to  work  for  them  when  she  left  government 
service.  She  couldn't  see  anything  wrong  in  her  actions  and 
stated,  "I  have  never  used  Department  of  Defense  stationery  to 


solicit  future  business."  Following  Congressional  attention, 
Gilleece  was  ultimately  dismissed  (3:2-E). 

Counter  arguments  state  there  is  nothing  illegal  in  these 
practices  and  in  fact,  the  nation  benefits  in  the  cross  flow  of 
know-how.  Both  in  and  out  of  the  ranks  of  Revolving  Door 
critics,  there  is  a  wide  divergence  of  opinion  on  its  affect  on 
government.  Congress  sees  value  in  a  partnership  between  the 
Pentagon  and  defense  industry  that  ensures  quality  weapons  at  a 
fair  price;  that  involves  having  DOD  officers  who  understand  how 
weapons  are  made,  and  company  executives  who  know  what  the 
military  needs  (4:6).  Additionally,  the  actual  acquisition 
process,  complicated  by  the  large  quantity  of  Federal,  Department 
of  Defense,  and  military  services  procedural  requirements  drives 
close  military-industry  cooperation  and  a  demand  for  experienced 
acquisition  specialists. 

Regardless,  Congress  has  insisted  DOD  initiate  self¬ 
regulation  of  the  Revolving  Door  and  mandated  legislative  control 
when  that  self-regulation  is  ineffective.  The  Defense  Department 
must  contend  with  a  complicated  issue  involving  precepts  of 
professional  responsibility,  ethics,  economic  well  being  of  the 
individual,  law,  and  public  perception.  Within  the  weapon 
systems  acquisition  community,  there  is  basic  agreement  a  problem 
does  exist.  But,  is  it  an  actual  one  with  clear  violations  of 
procedural  regulations  or  public  law,  or  is  it  a  perceived  one 
with  questionable  infringement  of  unwritten  standards  of  conduct? 


SIGNIFICANCE  OF  THE  PROBLEM 

Department  of  Defense  military  and  civilian  officers  are 
"private  keepers  of  the  public  interest."  Executive  Order  11222 
clearly  states  the  policy  of  conduct  for  these  individuals: 

Where  government  is  based  on  the  consent  of  the 
governed,  every  citizen  is  entitled  to  have  complete 
confidence  in  the  integrity  of  his  government.  Each 
individual  officer,  employee,  or  adviser  of  government 
must  help  to  earn  and  must  honor  that  trust  by  his  own 
integrity  and  conduct  in  all  official  actions  (7:11). 

In  order  to  maintain  that  trust  and  retain  the  confidence  Defense 
Department  officers  must  have  from  our  fellow  citizens,  we  have 
to  identify  our  own  suspect  problem  areas,  take  corrective  action 
if  required  and  prevent  recurrence. 


PROBLEM  STATEMENT  AND  SCOPE 

This  study  will  address  the  following  problem:  Does  a 
conflict  of  interest  exist  for  Department  of  Defense  officers 


leaving  DOD  and  taking  jobs  with  the  defense  industry? 

Subsequent  chapters  will  identify  who  is  most  likely  to  enter  the 
Revolving  Door  with  its  potential  for  conflict  of  interest,  what 
standards  of  conduct  exist  to  avoid  conflict  of  interest,  the 
nature  of  compliance  with  these  standards,  and  offer  conclusions 
and  recommendations. 

The  following  limitations  and  definitions  will  apply  within 
this  study  unless  specifically  stated  otherwise: 

1.  “Acquisition"  is  defined  as  the  process  of  acquiring 
industry  supplied  products  for  Department  of  Defense  use.  It 
includes  the  primary  functions  of  requirements 
identification,  research  and  development,  contracting,  and 
source  selection. 

2.  "Officers"  refers  to  military  in  the  grade  of  0-4  and 
above  and  civilian  employees  GS-13  and  above. 

3.  Study  focus  is  on  the  one  way  movement  of  officers  from 
Department  of  Defense  to  industry  emphasizing  post-DOD 
employment  activity.  The  movement  of  industry  personnel  into 
DOD  position  is  not  addressed. 

4.  Information  provided  does  not  attempt  to  define  or  show 
evidence  of  ethical  or  unethical  conduct.  No  inference  as  to 
the  propriety  of  the  DOD  acquisition  process  is  intended. 

Every  attempt  has  been  made  to  scope  the  problem  and  exploit 
the  most  current  data  available  on  the  problem.  Sources  cited 
include  professional  journals,  media  exposes.  Congressional 
studies,  public  records  and  federal  and  Department  of  Defense 
directives . 


Chapter  Two 


POPULATION  AT  RISK 

Although  the  entire  Department  of  Defense  workforce  is 
susceptible  to  conflict  of  interest  activity  and  participation  in 
the  Revolving  Door,  a  specific  population  has  been  identified  as 
"at  risk."  This  population,  by  virtue  of  grade,  time  in  service, 
and  DOD  work  experience  and  responsibilities,  possesses  the 
greatest  potential  for  possible  conflict  of  interest  or  the 
appearance  of  conflict  of  interest.  DOD,  in  its  efforts  to 
comply  with  public  law  mandating  post-DOD  employment  reporting 
requirements,  defined  this  population  itself.  The  General 
Accounting  Office,  under  request  from  Congress,  has  recently 
advocated  an  expansion  of  the  criteria  for  identifying  the 
population  at  risk.  The  recommendations  resulted  from  the  Senate 
Committee  on  Governmental  Affairs  request  of  the  GAO  to  evaluate 
the  Department  of  Defense  reporting  process  (10:1).  Viewed  in 
tandem,  the  two  agencies'  criteria  provide  a  profile  of  the 
population  participating  (or  expected  to  participate)  in  the 
Revolving  Door  phenomenon. 


DEPARTMENT  OF  DEFENSE  CRITERIA 

Prior  to  the  1986  Defense  Authorization  Act,  legislation 
required  DOD  to  compile  and  transmit  to  Congress  the  employment 
activity  of  former  DOD  personnel  who: 

-Were  military  officers,  0-4  (Major  or  Lt.  Commander)  and 
above  with  10  years  of  active  service,  or  former  civilian 
employees  paid  at  the  basic  rate  payable  for  a  GS-13  or  above, 
and 


-Earned  an  annualized  salary  of  $15,000  or  more  working  for  a 
major  defense  contractor  (one  with  at  least  $10  million  in 
negotiated  contracts)  (10:14). 

The  1986  Defense  Authorization  Act  amended  the  previous 
requirements  by: 

-Raising  the  annualized  salary  to  $25,000  or  more  and  working 
for  contractors  with  $10  million  in  any  type  of  contract  (6:118). 

These  criteria  are  the  minimum  identified  in  the  legislation 
and  resulting  public  law.  In  turn,  DOD  identifies  this 


population  as  the  one  requiring  reports  of  defense  related 
employment.  These  criteria  have  been  under  some  degree  of 
criticism  from  the  General  Accounting  Office  who  prefers  to 
include  specific  DOD  acquisition  experience  as  a  more  accurate 
indicator  of  risk. 


GENERAL  ACCOUNTING  OFFICE  CRITERIA 

In  addition  to  DOD 's  criteria  as  required  by  existing 
legislation,  GAO  asserts  former  officers  should  detail  their 
Defense  Department  experience  relating  to: 

-Official  contact  with  defense  contractors  by  whom  they  are 
now  employed,  or 

-Working  on  projects  similar  to  those  on  which  they  now  work 
(10:24). 

Additionally,  individuals  who  performed  the  following 
acquisition  related  duties  within  their  last  two  years  of 
Department  of  Defense  employment  are  identified  by  GAO  as  most  at 
risk  of  potential  conflict  of  interest  (10:21-22,  11:21): 

-Procurement  policy.  Formulating  or  assisting  in  the 
formulation  of  procurement  policy. 

-Program  management.  Managing  or  assisting  in  the 
management  of  a  procurement  or  acquisition  program. 

-Procurement  or  contract  administration.  Administering, 
negotiating,  selecting,  awarding,  approving 
modifications  or  any  other  activities  related  to 
administering  a  contract. 

-Cost  and  technical  analysis  or  other  advisory 
services.  Cost  analysis,  price  analysis,  quality 
assurance,  operation  and  developmental  testing, 
budgeting,  auditing,  or  other  activities  related  to 
technical  advice  or  recommendation  on  a  contract. 

-Source  selection  process.  Participation  or  involvement 
in  the  source  selection  process  as  the  selection 
authority  or  as  a  member  of  a  source  selection  panel, 
technical  advising  committee,  or  any  other  formal  group 
related  to  the  contract  award  decision  (11:24). 

In  their  4  March  1986  report  to  Congress  on  the  DOD  Revolving 
Door  disclosure  system,  the  General  Accounting  Office  observed 
that  the  existing  grade  criteria  (0-4  and  above  and  GS-13  and 
above)  exempted  over  half  the  former  Defense  personnel  working  in 
defense-related  areas  from  conflict  of  interest  scrutiny.  They 


contend  those  individuals  of  lesser  grade  fulfilling  the  above 
acquisition  responsibilities  are  also  in  the  population  at  risk 
(10:21) . 

The  Department  of  Defense  criteria,  as  specified  by  existing 
public  law,  is  the  standard  used  for  identifying  and  reporting 
post-DOD  employment  relationships.  That  criteria,  along  with 
standards  of  conduct  intended  to  avoid  conflicts  of  interest,  is 
identified  in  public  law  enactments,  executive  order,  defense 
directives,  and  service  regulations,  all  applicable  to  the  DOD 
officer  at  risk  of  the  Revolving  Door's  potential  for  conflict. 


Chapter  Three 


STANDARDS  FOR  CONFLICT  OF  INTEREST  AVOIDANCE 

Conflict  of  interest:  Any  act  or  position  taken  by  a 
public  official  that  places  or  appears  to  place  the  fair 
and  unbiased  administration  of  his  public  office  in 
substantial  conflict  with  his  personal  economic 
interests  (5:196). 

The  population  at  risk  described  in  the  preceding  chapter, 
along  with  all  other  Department  of  Defense  personnel,  is  affected 
by  (and  required  to  comply  with)  a  spectrum  of  standards 
addressing  conflict  of  interest.  The  majority  of  these  standards 
have  emerged  within  the  last  30  years  and  evolved  primarily  as  a 
result  of  Congressional  concern  over  the  relationship  between  the 
defense  industry  and  DOD.  Awareness  of  the  Revolving  Door's 
potential  for  conflict  of  interest  has  usually  been  as  a  result 
of  the  questioned  conduct  of  Defense  officers  seeking  and  finding 
employment  with  the  companies  who  supply  DOD.  Exploration  of  the 
standards  contained  in  public  law,  executive  order,  DOD 
directive,  and  ervice  regulation  reveals  both  implied  intent  and 
explicit  controls  aimed  at  avoidance  of  conflict  of  interest. 
Public  law  maintains  an  omnipotent  role  in  defining  what 
constitutes  a  conflict  and  is  key  to  targeting  the  significance 
of  the  Revolving  Door  problem. 


PUBLIC  LAW 

1963  represents  a  hallmark  year  for  conflict  of  interest 
legislation.  President  Kennedy  made  reform  of  government 
employee  ethical  conduct  a  major  goal  of  his  administration.  The 
conflict  of  interest  laws  in  effect  prior  to  that  time  were 
fragmented  and  often  conflicting  for  enforcement  purposes.  The 
legislation  enacted  in  response  to  his  call  for  more  realistic 
laws  was  Public  Law  87-849.  Thi  law  included  a  specific  chapter 
dealing  with  bribery,  graft,  and  conflict  of  interest.  It 
provided  a  code  of  ethical  standards  which  government  activities 
were  expected  to  use  to  develop  specific  standards  of  ethical 
conduct  for  their  personnel.  Additionally,  the  law  provided 
enforcement  agencies  the  legal  remedies  needed  to  deal  with 
standards  of  conduct  violations.  Extracts  from  sections  of  the 
law  particularly  pertinent  to  the  Revolving  Door  issue  include: 


-"Public  official"  means  an  officer  or  employee  or 
person  acting  for  or  on  the  behalf  of  the  United  States, 
or  any  department,  agency,  or  branch  of  Government. 

-Whoever,  being  a  public  official,  former  official,  or 
person  selected  to  be  an  official.  .  .  directly  or 
indirectly  asks,  demands,  exacts,  solicits,  seeks, 
accepts,  receives,  or  agrees  to  receive  anything  of 
value  for  himself  for  or  because  of  any  official  act 
performed  or  to  be  performed  by  him.  .  .  shall  be  fined 
not  more  than  $10,000  or  imprisoned  for  not  more  than 
two  years,  or  both. 

-Whoever,  having  been  an  officer  or  employee  of  the 
executive  branch  of  the  United  States  Government.  .  . 
after  his  employment  has  ceased,  knowingly  acts  as  agent 
or  attorney  for  anyone  other  than  the  United  States  in 
connection  with  any  judicial  or  other  proceeding,  appli¬ 
cation,  request  for  a  ruling  or  other  determination, 
contract,  claim,  controversy,  charge,  accusation,  ar¬ 
rest,  or  other  particular  matter  involving  a  specific 
party  or  has  a  direct  and  substantial  interest  and  in 
which  he  participated  personally  and  substantially  as  an 
officer  or  employee,  through  decision,  approval,  disap¬ 
proval,  recommendation,  the  rendering  of  advice,  inves¬ 
tigation,  or  otherwise,  while  so  employed  or  partici¬ 
pates  in  such  concerning  an  activity  under  his  official 
responsibility  as  an  officer  or  employee  of  the  Govern¬ 
ment  within  a  period  of  one  year  prior  to  the  termina¬ 
tion  of  such  responsibility.  .  .  shall  be  fined  not  more 
than  $10,000  or  imprisoned  for  not  more  than  two  years, 
or  both  (1 : 225, 227, 232 ) . 

Public  Law  87-849  has  been  criticized  because  it  levies 
exclusive,  additional  restrictions  upon  retired  regular  military 
officers.  These  individuals  are  permanently  prohibited  trom 
receiving  or  agreeing  to  receive  any  compensation  for 
representing  any  person  in  the  sale  of  anything  to  the  government 
department  from  which  they  retired  and  a  two  year  ban  is  imposed 
on  the  pursuit  of  any  claim  against  the  government  if  the  claim 
involves  the  department  he  retired  from  or  if  it  pertains  to  any 
subject  matter  which  he  was  directly  involved  with  while  on 
active  duty.  Although  not  specifically  germane  to  the  scope  of 
this  study's  problem,  it  should  be  noted  the  law  expressly 
exempts  enlisted  personnel  from  its  substantive  provisions. 

The  1986  Defense  Authorization  Act  amended  the  law  by  adding 
the  requirement  for  civilians  paid  at  a  rate  equal  to  or  greater 
than  the  base  rate  of  a  GS-11  and  active  military  in  the  pay 
grade  of  0-4  or  above,  who  participate  in  the  performance  of  a 
procurement  function  in  connection  with  a  contract  awarded  by  DOD 
and  are  contacted  by  the  defense  contractor  awarded  the  contiact 
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regarding  future  employment,  must  report  the  contact  to  their 
supervisor  and  to  the  designated  agency  ethics  official.  Until 
the  employment  opportunity  is  rejected,  they  must  disqualify 
themselves  from  the  performance  of  all  procurement  functions 
relating  to  contracts  with  that  contractor.  Failure  to  report  or 
to  disqualify  themselves  can  result  in  an  administrative  penalty 
of  up  to  $10,000  and  a  10  year  prohibition  on  being  employed  by 
the  contractor  concerned  (6:118-119). 

Undoubtedly,  the  most  significant  legislative  action  affec¬ 
ting  the  Revolving  Door  potential  for  conflict  of  interest  oc¬ 
curred  in  1969.  Senator  William  Proxmire  sponsored  legislation, 
later  to  be  enacted  and  codified  as  10  U.S.C.  2397,  requiring 
annual  disclosure  of  former  DOD  officers'  defense  industry  rela¬ 
ted  employment.  Stating  that  "sunlight  is  a  great  disinfectant," 
he  asserted  that  legislation  requiring  post-DOD  employment 
disclosure  would  uncover  the  Revolving  Door's  conflicts  of 
interest  (10:10).  In  keeping  with  recent  Congressional  attention 
to  the  Revolving  Door,  the  Defense  Authorization  Act  of  1986 
amended  the  basic  1969  law  and  currently  states: 

-Former  DOD  military  officers,  0-4  (Major  or  Lieutenant 
Commander)  and  above  with  10  years  of  active  service,  or  civilian 
employees  paid  at  the  basic  rate  payable  for  a  GS-13  or  above, 
and  earning  an  annualized  salary  of  $25,000  must  report.  Also, 
employees  of  contractors  with  $10  million  in  any  type  of  contract 
must  report. 

-Officers  must  file  a  report  within  90  days  of  when  they 
accept  employment  and  then  subsequently  if  their  duties  change 
significantly.  Annual  reports  are  no  longer  required. 

-Reports  are  required  up  to  two  years  from  separation  from 

DOD. 

-Required  to  be  reported  is  a  description  of  the  work 
performed  for  the  contractor  and  a  description  of  any  similar 
work  for  which  the  employee  had  any  responsibility  as  an  officer 
of  DOD. 

-A  report  of  the  duties  performed  while  at  DOD  in  the  last 
two  years  of  employment  is  required. 

-Individuals  must  identify  any  disqualification  action  they 
took  relating  to  the  defense  contractor  they  work  for  during  the 
two  years  before  they  accepted  employment  with  the  contractor. 

-The  penalty  for  not  filing  a  required  report  is  an 
administrative  fine  (changed  from  the  basic  law's  criminal 
penalty)  of  up  to  $10,000  as  determined  by  the  Secretary  of 
Defense.  The  law  requires  a  full  hearing  on  the  record  and 
provides  for  judicial  review  (6:116-117). 


Although  public  law  is  seen  as  the  definitive  source  of 
protecting  public  interest,  law  scholar  Bayless  Manning  made  the 
following  observation  about  Public  Law  87-849  shortly  after  its 
enactment : 

It  is  important  to  stress  the  limited  role  played  by 
statutes  in  the  field  of  conflict  of  interest 
regulation.  The  Senate,  in  its  conduct  of  confirmation 
proceedings,  has  frequently  imposed  special  conflict  of 
interest  standards  not  found  in  the  statutes.  Congress 
may  also  bring  strong  pressure  to  bear  through  its 
investigatory  process.  Many  relationships  that  might  be 
legally  acceptable,  and  not  considered  morally 
reprehensible  conflicts  of  interest,  may  be  politically 
very  sensitive  and  politically  unacceptable.  And 
finally,  many  agencies  of  the  government  have  developed 
their  own  operating  rules  and  their  own  internal 
regulations  for  dealing  with  the  problem  of  ethics  as  it 
effects  their  own  operations.  No  one  called  upon  to 
consider  a  question  of  conflict  of  interest  in  the 
federal  service  will  have  done  his  job  unless  he  has 
weighed  and  investigated,  in  addition  to  the  statutes  in 
the  field,  the  applicable  administrative  regulations, 
likely  Congressional  response,  and  the  general  political 
environment  (1:10-11). 

Accordingly,  the  above  articles  of  public  law  constitute  the 
framework  of  standards  of  conduct  the  executive  branch,  and  in 
turn  the  Department  of  Defense  and  military  services,  must 
implement  through  executive  order,  department  directives  and 
service  regulations. 


EXECUTIVE  ORDER 

President  Johnson  issued  Executive  Order  11222  in  1965  for 
the  purpose  of  implementing  the  provisions  of  PL  87-849. 
Applicable  to  every  employee  of  the  Executive  Branch,  it  was  more 
detailed  and  strict  than  any  existing  standards  of  conduct  in  any 
branch  of  the  government.  It  identified  that  employees  avoid  any 
action  which  might  result  in,  or  create  the  appearance  of: 

-Using  public  office  for  private  gain. 

-Giving  preferential  treatment  to  any  organization  or 

person . 

-Impeding  government  efficiency  or  economy. 

-Losing  complete  independence  or  impartiality  of  action. 


10 


-Making  a  government  decision  outside  official  channels. 


-Affecting  adversely  the  confidence  of  the  public  in  the 
integrity  of  the  Government  (7:11). 

Authority  for  enforcement  of  the  order  was  delegated  to  the 
Civil  Service  Commission  and  included  the  authority  to  check  on 
compliance  by  the  various  executive  departments  and  their 
employees.  In  accordance  with  the  requirements  of  Executive 
Order  11222,  the  Department  of  Defense  issued  DOD  Directive 
5500.7,  Standards  of  Conduct. 


DEPARTMENT  OF  DEFENSE  DIRECTIVES 


Issuance  of  DOD  Directive  5500.7  and  subsequent  7700.15 
implemented  almost  verbatim  the  requirements  of  public  law  and 
executive  order.  However,  two  areas  of  the  DOD  Directives,  added 
above  and  beyond  the  requirements  of  the  source  documents,  apply 
to  study  of  the  Revolving  Door  problem.  The  DOD  Directives 
called  out  special  recognition  of  technical  conflict  (those 
specific  acts  detailed)  versus  appearance  of  a  conflict  of 
interest.  It  acknowledged  the  potential  loss  of  public 
confidence  from  either  type  and  prohibited  any  private  business 
or  professional  activity  which  placed  an  employee  in  a  conflict 
position  (8:2).  The  directives  also  charged  the  military 
departments  to  survey  the  post-DOD  employment  of  former  officers 
and  routinely  review  their  various  statements  of  employment  to 
assure  compliance  with  applicable  statutes  and  regulations 
(9:1, 7-8) . 

In  turn,  each  of  the  military  services  have  promulgated 
regulations  concerning  standards  of  conduct  and  avoidance  of 
conflict  of  interest  poised  by  activity  like  that  of  the 
Revolving  Door. 


SERVICE  REGULATIONS 

Service  regulations  similar  to  Air  Force  Regulation  30-30, 
Standards  of  Conduct,  implement  the  requirements  of  DOD 
Directives,  Executive  Order  11222  and  the  various  public  laws 
concerning  conflict  of  interest  avoidance.  Their  intent  is  to 
explain  personal  standards  of  conduct  and  prevent  conflict 
between  private  interests  and  official  duties.  They  also  provide 
for  disciplinary  action  in  instances  of  violation.  Representing 
the  lowest  level  of  abstraction  in  conflict  of  interest 
requirements,  they  are  the  first  and  most  obvious  level  of 
compliance  for  the  individual  DOD  officer.  They  prescribe  by 
exception  those  activities  the  individual  must  avoid.  Using  AFR 
30-30  as  a  standard  of  example,  its  prohibitions  on  the  defense 
related  employment  activity  of  former  DOD  officers  is  identical 


to  that  of  all  the  higher  level  source  documents.  The  Air  Force 
does  specify  a  separate  regulation  for  reporting  post-DOD 
employment  and  identifies  an  office  of  primary  responsibility  for 
collecting  and  reviewing  the  reports. 

In  total,  the  law,  executive  order,  defense  directives,  and 
service  regulations  provide  implied  ethical  intent  and  explicit 
standards  of  conduct  for  avoiding  conflict  of  interest.  The  area 
of  controversy  that  Congress  has  focused  its  attention  on  is 
DOD 's  enforcement  of  defense  related  employment  reporting 
requirements  and  the  effectiveness  of  the  requirements  to  detect 
possible  conflict  of  interest.  They  point  to  recent  General 
Accounting  Office  investigations  which  find  questionable 
compliance. 


Chapter  Four 


COMPLIANCE  WITH  STANDARDS 

Measuring  compliance  with  standards  of  conduct  by  the 
Department  of  Defense  population  at  risk  provides  the  most 
accurate  indication  of  whether  a  conflict  of  interest  exists  for 
officers  leaving  DOD  and  taking  jobs  with  the  defense  industry. 
Current,  reliable  measurement  is  scarce  (and  that  fact  serves  to 
fuel  the  concern  of  Congress  over  the  Revolving  Door)  (10:8-9). 
The  General  Accounting  Office  offered  the  most  comprehensive 
compliance  investigation  available  in  a  1986  report  to  the 
Chairman,  Senate  Committee  on  Governmental  Affairs.  Their  report 
was  confined  to  the  subject  of  post-DOD  employment  reporting  and 
concentrated  on  the  completeness  and  accuracy  of  reports, 
determining  the  degree  of  awareness  by  former  DOD  officers  of 
employment  reporting  and  restrictions,  and  identifying  the  number 
of  former  DOD  officers  working  on  the  same  or  similar  projects 
they  worked  on  when  they  were  with  DOD.  The  GAO  findings  can  be 
expected  to  influence  Department  of  Defense  attention  to  post-DOD 
employment  report  procedures  and  Congressional  attitudes  toward 
future  legislative  control  of  the  Revolving  Door. 


REPORTING  POST-DOD  EMPLOYMENT 

The  GAO  determined  current  reporting  requirements  are  not  an 
effective  disclosure  mechanism  for  the  following  reasons: 

-A  significant  quantity  of  former  DOD  officers  required  to 
report  their  employment  are  not  doing  so. 

-Many  people  who  leave  DOD  and  become  employed  by  defense 
contractors  are  not  required  to  report  their  employment.  They 
are  exempted  because  of  the  dollar  value  threshold  of  DOD 
business  and  the  grade  or  rank  required  to  report  (10:14-15). 

Employing  the  reporting  standards  required  by  DOD  Directives, 
the  GAO  analyzed  the  1983  response  of  individuals  required  to 
report  and  projected  only  about  30  percent  required  to  report  did 
so.  Table  1  shows  the  projected  rates  of  compliance  GAO  found 
for  each  of  the  services. 


No .  who 

Expected  to  file  filed 


Army 

1,013 

138 

(13.6%) 

Navy 

1,310 

236 

(18.0%) 

Marine  Corps 

248 

46 

(18.5%) 

Air  Force 

1,924 

1,166 

(60.6%) 

Civilians 

1,349 

105 

(7.8%) 

TOTAL 

5,844 

1,691 

(28.9%) 

Table  1.  Projected 

Rate  of  Compliance 

for  Reporting 

(10:16) 

The  GAO  "s  sampling  did  have  self-identified  limitations. 

They  relied  on  the  existence  of  security  clearances  held  by 
former  DOD  employees  working  at  defense  contractor  facilities  to 
identify  their  study  population.  Thus,  the  projected  report  rate 
did  not  include  those  working  for  a  defense  contractor  without  a 
clearance  or  those  providing  consulting  services  on  an  individual 
basis.  Regardless,  GAO  was  95  percent  confident  that  the  true 
filing  rate  for  their  study  population  was  between  23.9  and  33.9 
percent  (10:16). 

In  a  specific  review  of  former  DOD  officers  working  for  eight 
major  defense  contractors,  only  46.6  percent  reported  as 
required.  The  contractors  ranged  from  the  largest  to  the  26th 
largest  defense  contractor  by  volume  of  sales.  This  higher  rate 
of  compliance  in  reporting  post-DOD  employment  was  attributed  to 
several  factors: 

-The  contractors  chosen  had  heavy  reliance  on  DOD  contracts 
and  the  greatest  number  of  former  DOD  officers  reporting  in 
fiscal  years  1981  to  1983. 

-Each  of  the  contractors  reminded  employees  of  the 
requirement  to  report  defense  related  employment. 

-The  contractors  in  total  hired  more  former  Air  Force 
officers  (56.2  percent  of  the  total  number  of  former  DOD 
employees  hired).  Former  Air  Force  officers  tended  to  report  at 


a  higher  rate.  GAO  proposed  the  annual  reminder  sent  out  by  the 
Air  Force  to  all  retired  officers  may  have  caused  the  difference 
(10:18). 

No  violations  of  the  report  requirement  have  been  referred 
for  prosecution.  Prior  to  amendments  caused  by  the  fiscal  year 
1986  Defense  Authorization  Act,  DOD  was  obliged  only  to  compile 
the  reports,  maintain  them  for  public  review,  and  pass  them  to 
Congress.  Now,  the  Secretary  of  Defense  must  determine  when  an 
individual  has  failed  to  file  a  required  report  (10:18-19). 


AWARENESS  OF  REPORTING  REQUIREMENT 

GAO  documented  a  significant  difference  between  the  level  of 
awareness  of  the  post-DOD  employment  reporting  requirement  and 
the  actual  compliance.  Three  factors  probably  contributing  to 
the  difference  were: 

-Possible  confusion  over  what  forms  to  use  and  when  to 
report . 

-Difference  in  emphasis  of  each  service  toward  distribution 
of  report  forms. 

-The  influence  annual  reminders  have  on  reporting 
requirements  (10:20) 

Surveying  retired  DOD  personnel  who  left  in  fiscal  years  1980 
through  1983  and  who  held  security  clearances  with  major  defense 
contractors,  GAO  determined: 

-About  97  percent  of  respondents  were  aware  of  the  reporting 
requirements  but,  only  about  58  percent  were  aware  of  the 
specific  need  to  file  when  employed  by  a  major  defense 
contractor . 

-78  percent  found  the  post-DOD  employment  reporting  and 
restriction  information  provided  by  DOD  to  be  clear  and  compre¬ 
hensive.  15  percent  found  it  to  be  of  marginal  clarity  and  the 
balance  found  it  unclear  (10:19-20). 

All  of  the  military  services  are  required  to  advise  departing 
officers  of  the  need  to  file  a  report  of  their  DOD  and  defense 
industry  related  employment.  However,  each  service  accomplishes 
the  requirement  in  a  different  manner  with  a  resulting  difference 
in  awareness  among  former  officers.  Air  Force  and  Army  personnel 
had  rates  of  79  and  75  percent,  respectively.  The  Navy  and  Ma¬ 
rine  Corps  rates  were  43  and  41  percent,  respectively 
(10:19-20).  The  inference  made  by  GAO  was  that  fragmented,  less 
than  aggressive  notification  by  DOD  of  reporting  requirements  and 
methods  to  report  degraded  the  Revolving  Door  disclosure  system. 


WORK  ON  SIMILAR  POD  PROJECTS 


The  GAO  used  a  survey  guaranteeing  anonymity  of  the 
respondent  to  determine  the  extent  former  DOD  officers  work  for 
defense  contractors  on  the  same  or  similar  projects  they  worked 
on  while  with  DOD.  The  survey  was  provided  to  officers  who  left 
DOD  during  fiscal  years  1983  and  1984  and  held  industrial 
security  clearances  (again,  an  indicator  to  GAO  of  defense 
related  employment).  In  addition  to  questions  about  work  on 
similar  projects,  the  survey  questioned  relationships  officers 
had  with  contractors  while  they  were  still  at  DOD,  and  about 
contacts  with  former  DOD  associates  after  they  started  work  for  a 
defense  contractor. 

The  survey  results  revealed  the  followings 

-About  21  percent  of  former  officers  worked  on  the  same 
project  for  a  defense  contractor  that  they  were  involved  with 
while  with  DOD. 

-Approximately  73  percent  had  responsibilities  at  DOD  which 
affected  defense  contractors. 

-About  82  percent  of  former  officers  had  continued  to 
communicate  with  DOD  officials — 45  percent  with  associates  they 
had  previously  worked  with  (11:2). 

Although  GAO  did  not  offer  any  analysis  at  time  of  publica¬ 
tion  of  these  survey  results,  they  have  promised  a  future  compre¬ 
hensive  report  to  Congress  on  this  particular  portion  of  their 
investigation . 

The  Department  of  Defense,  after  receiving  preliminary  notice 
of  the  General  Accounting  Office  findings  on  the  three  main  areas 
of  attention,  voiced  that  the  statistics  and  conclusions  on 
compliance  be  approached  with  caution  because  of  the  limitations 
on  the  data  used.  Because  statistical  projection  techniques  were 
used  for  analysis,  DOD  stated  no  absolute  conclusions  concerning 
existence  of  actual  conflict  of  interest  were  possible  (10:23). 
The  author  agrees  with  DOD  but,  recalls  the  intent  of  Executive 
Order  11222  and  the  explicit  requirements  of  DOD  Directive  5500.7 
to  avoid  even  the  appearance  of  conflict  of  interest. 


Chapter  Five 


CONCLUSIONS  AND  RECOMMENDATIONS 


CONCLUSIONS 

The  objective  of  this  study  was  to  address  the  following 
problem:  Does  a  conflict  of  interest  exist  for  Department  of 

Defense  officers  leaving  DOD  and  taking  jobs  with  the  defense 
industry?  Key  factors  bearing  on  the  problem  were  identified  and 
analyzed:  Who  is  most  likely  to  participate  in  this  problem 

known  as  the  Revolving  Door,  what  standards  of  conduct  apply  to 
this  population,  and  what  variances  to  compliance  with  these 
standards  exist. 

Several  conclusions  can  be  drawn  from  this  examination: 

-Wholesale  conflict  of  interest  for  former  DOD  officers 
who  participate  in  defense  industry  employment  cannot  be 
established.  Actual  conflicts  of  interest  can  only  be 
established  on  an  individual  basis  where  there  are  specific, 
clear  violations  of  department  directives  and  service  regulations 
charged  with  implementing  public  law. 

-Conflict  of  interest  situations  can  take  various  forms, 
including  improprieties  that  do  not  violate  a  specific  law  or 
regulation  and  some  action  or  inaction  which  conveys  the 
appearance  of  violation.  Both  can  be  as  damaging  to  DOD  s 
credibility  as  an  actual  violation. 

-Department  of  Defense  efforts  at  enforcing  post-DOC 
employment  laws  and  regulations  have  been  limited.  This  is 
probably  due  to  DOD  uncertainty  over  the  extent  of  their 
authority  and  vague  statutory  language  which  fails  tc  identify 
all  specific  prohibited  post-DOD  employment  activity. 

-Addi  tional  restrictive  legislation  and  more  stringent 
administrative  enforcement  of  laws  and  regulations  probably 
cannot  assure  avoidance  of  conflicts  of  interest.  Ultimate 
responsibility  for  avoiding  conflict  of  interest  lies  with  the 
individual  officer,  educated  about  the  intent  and  content  of 
existing  law. 
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RECOMMENDATIONS 


This  study  describes  a  problem  affecting  the  Department  of 
Defense  and  all  its  members'  ethical  image  and  credibility.  The 
findings  are  informational  in  nature  and  a  need  for  large-scale 
change  is  not  expected  or  desired.  However,  the  issue  of  the 
Revolving  Door  will  remain  a  stigma  until  DOD  initiates  (in  lieu 
of  Congressional  direction)  corrective  action  on  several 
identified  weaknesses.  The  following  actions  are  suggested: 

-Emphasize  education  of  conflict  of  interest  regulations  and 
individual  responsibility  for  compliance. 

-Reports  of  post-DOD  employment  activity  of  former  DOD 
officers  undergo  review  for  possible  conflict  of  interest  at  the 
DOD  level  employing  written  evaluation  guidance. 

-Emphasize  vigorous  enforcement  and  penalty  when  clear  and 
obvious  violations  of  law  and  regulations  occur. 

-Advocate  elimination  of  discriminatory  grade  limitations  for 
reporting  post-DOD  defense  industry  employment. 

Although  difficult  to  quantify,  the  positive  effect  of  such 
initiatives  may  far  outweigh  the  negative  perception  by  the 
American  public  and  Congress  of  the  existing  Revolving  Door 
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